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Sparb Collins
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Meeting Purpose

Overview/update of Job service
Legislation
Update on the health plan
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Retirement Plan
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Retirement terms
Actuarial Valuation – annual evaluation done by the systems actuary which determines and 

compares the actuarial value of assets to the accrued liabilities and determines the actuarial required employer contribution

Actuarial value of assets – is a method for valuing assets over a five year period which 
provides more stability for planning purposes.  

Market value of assets – the actual value of assets on a given day
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Retirement Equation
Contributions + Investment = Benefits  + Expenses

Experience Study
Asset Liability Study

Economic Demographic
•Plan return

•Salary increases

•Retirement rates

•Disabilities

•Mortality
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2008 Actuarial Valuation -
Job Service

Frozen plan; declining membership

Gain this year from salary increases (4.0% vs. 5.0% 
assumed) 

Gain this year from COLA (2.2% vs. 5.0% assumed)

Loss from investment return (6.4% vs. 7.5% assumed)
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2008 Actuarial Valuation -
Job Service

 
 
Total Number of 
Active Members 
 
Average Age of 
Active Members 
 
Average Annual 
Salary 
 
 
Total Payroll 

2008 
 
 

38 
 
 

56.4 years 
 
 

$46,385 
 
 

$1,763,000 

2007 
 
 

40 
 
 

55.5 years 
 
 

$46,079 
 
 

$1,843,000 

Change 
 
 

5.0% decrease 
 
 

 increase 
 
 

0.7% increase 
 
 

4.4% decrease 
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Job Service - Funded Ratio

Present Value
of Projected Actuarial Value

Benefits     of Assets
Year (millions) (millions) Funded Ratio

2000 $56.6 $71.0          125%
2001 58.7 70.8          121%
2002 59.9 67.6          113%
2003 60.7 66.0          109%
2004 61.8 67.5 109%
2005 63.3 69.3 109%
2006 70.0 70.6 101%
2007 71.7 75.7 106%
2008 71.8 77.0 107%

Market Value was $89,913,883
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Estimate for May 13

PERS -24.35%
Job Service -17.97%
Retiree Health -20.20%
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NDPERS Job Service Plan – Exhibit 1
Projected Funded Ratio at Market Value 6/30/09

Currently 125%
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NDPERS Job Service Plan – Exhibit 1
Projected Funded Ratio – Interest 7.5% 

and 2009 -20.0% Return and 7.5% Future Returns
Market Value Currently 125%
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NDPERS Job Service Plan – Exhibit 2
Projected Funded Ratio – Interest 8.0% 

and 2009 -20.0% Return and 8.0% Future Returns
Market Value Currently 125%
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NDPERS Job Service Plan – Exhibit 3
Projected Funded Ratio – Interest 7.5% 

and 2009 -20.0% Return and 7.5% Future Returns
Actuarial Value
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NDPERS Job Service Plan – Exhibit 4
Projected Funded Ratio – Interest 8.0% 

and 2009 -20.0% Return and 8.0% Future Returns
Actuarial Value
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19($64.8) ($55.7) ($49.6) ($43.6) ($37.5) ($25.4) ($13.3) ($1.1) $11.0    $23.1  $35.3
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COLA’s

History:

2003  2.1%  
2004  2.7%  
2005  4.1%  
2006  3.3%  
2007  2.3%  

2008 approved rate was 5.8%
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Social Security Benefits Not 
Expected to Rise in ’10 

• The forecasts, by the Obama 
administration and the Congressional 
Budget Office, indicate that Social Security 
beneficiaries will not receive any cost-of-
living increase in 2010 or in 2011. The 
COLA is intended to preserve the 
purchasing power of Social Security, by 
increasing benefits to keep pace with 
consumer prices. In the last year, overall 
inflation has been low, largely because of 
the economic downturn and a decline in
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Agreement with DOL

To resolve this issue Job Service and the United States Department of Labor agreed to the 

following: 

1. Commencing with the 1999 payment the United States Department of Labor will 

suspend the unfunded liability payments. 

2. The unfunded liability payments will be reactivated and resumed by the Untied States 

Department of Labor at any time when the actuarial valuation indicates the Plan is in 

an under funded status. 

3. The trigger mechanism for determining when the Plan goes into an underfunded 

status is when the actuarial value of assets is less than the actuarial present value of 

benefits.  This information will be made available in the annual Plan actuarial 

valuation report.   
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Funds Associated with Agreement

Fifteen years remain on the 30-year 
amortization schedule with a remaining 
balance for the unfunded liability of the North 
Dakota Plan in the amount of $9.7 million as 
of July 1998. 
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NDPERS COMPARED TO OTHER 
STATE RETIREMENT PLANS

1Other

05Alternatives

05Real Estate

55International Fixed 
Income

5529Domestic Fixed 
Income 

515International 
Equities 

3540Domestic Equities 

Job ServicePERS Asset class



25



26

Distribution of expected 
annual returns

Poor Scenarios 

Expected       

Good Scenarios 
(5th Percentile)

(50th Percentile)

25th Percentile

75th Percentile

(95th Percentile)

Plan’s target rate is 7.3%; Plan’s rate of return assumption 7.5%

-7.4%
-6.4%
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-6.4%

1.4%1.7%1.9%1.4%
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Optimizing the portfolio and further increasing portfolio 
diversification by adding a modest exposure to High Yield Bonds 

improves plan’s risk / return profile
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Executive summary
Objectives were to maintain plan’s funded status, minimizing employer contributions 
without sacrificing the expected portfolio return.

Current Status
The plan is an inactively dominated, closed plan. As of July 1, 2008, the plan was 
overfunded.
There is no 2008 Annual Required Contribution for the plan.  Future contribution 
requirements driven by plan’s funded status.   
The target ratio, which includes liability growth as well as benefit payouts as a percentage 
of assets, is 7.3%. 

Recommendations
Optimize overall equity exposure by strategically allocating exposure between US Large 
Cap, US Small Cap and International Equity.
Increase overall portfolio diversification by including exposure to High Yield Bonds, an 
asset class with historically low correlation to US Equity.
Revisit asset allocation decision annually, eventually shifting the portfolio to be even more 
conservative, locking in the increased funded ratio the plan is expected to achieve through 
any required contributions made to the plan, investment returns and liability matching 
techniques.

• Next Steps
Revise Investment Management Policy to reflect adopted asset allocation strategy.
Implement adopted asset allocation strategies based on advice analysis.
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Timberland

25% of portfolio
Due to high domestic FI allocation (55%)
As part of implementation of asset allocation 
this will be reduced by 50%
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NDPERS and RIO

NDPERS
Investment Policies
Asset Allocation

Major asset classes

RIO
Hire money managers
Monitor money 
managers
Refine the asset 
classes

SIB membership:  Lt Governor, Chair

3 PERS Bd members Kelly Schmidt (Treasurer)

3 TFFR Bd members Adam Hamm (Ins. Com.)

Gary Preszler WSI Director
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Health Insurance
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General Items
Proposed Plan - mirrors Plan F benefit design with no variations 
[not a Qualified Plan F product]

Medicare Retirees must have BOTH Part A & B

Benefit structure is very different than current plan
Follows Medicare and Plan F guidelines for benefits

IF Medicare denies, this plan will deny
Medicare makes changes to benefits at the beginning of 
each CY 

01/01/10 changes would be incorporated
Does not automatically coordinate benefits

Member responsible to re-file claims for coordination
In 2008, COB was only $7,492

Overall benefit design is richer than current plan
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Draft Summary Plan Description
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Draft of Benefit Design Grid
Medicare Pays - Proposed Plan – Member pays
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Draft of Benefit Design Grid

Benefit Structure extremely different than current 
plan

Areas with Richer Benefits
Deductible/Coinsurance

Proposed plan eliminates current deductible & 
coinsurance (2008= $1,492,571 & $932,380)

Lifetime Maximum
No Lifetime max

current plan = $2 million

Cardiac Rehab
18 visits for Cardiac Rehab

current plan = 12
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Areas with limited benefits
Limited Services

Wound vac
Home infusion therapy
Long hour nursing

Chiropractic

Current Plan Office Visits/Manipulations – 80%/75%, deductible waived
Therapy – 80%/75%, deductible applies.
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Skilled Nursing Facility

~Refer to Grid~
Proposed

No benefits are available beyond the 100 days eligible 
under Medicare. 

Current
Allows after 100 days if medically appropriate, subject 
to deductible/coinsurance & lifetime max.

During 2008: $52,084 in allowed charges

Areas with limited benefits

• Foreign Claims

~Refer to Grid~
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Medicare Providers
Providers not participating with Medicare may not be covered 

Provider may Accept Assignment

96% of ND providers are PAR with Medicare
4,545 total providers in ND
4,353 providers PAR / 192 non-PAR

85% of ND chiropractors are PAR with Medicare
287 total Chiropractors in ND
245 Chiropractors PAR / 42 non-PAR
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www.Medicare.gov
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Rates
NDPERS  
MEDICARE RATES RX BCBS

Contracts Medical Part-D Med Sup F % Inc
1 medicare only 3025 $168.16 $63.70 $231.86 6.48%
2 medicare only 1472 $333.52 $127.40 $460.92 8.30%
3 medicare only 0 $498.88 $191.10 $689.98 35.79%
4 medicare only 0 $664.24 $254.80 $919.04 104.48%
1 medicare + others 326 $496.28 $63.70 $559.98 -10.47%
2 medicare + others 0 $661.64 $127.40 $789.04 39.21%
3 medicare + others 0 $827.00 $191.10 $1,018.10 100.37%

4823 $1,563,422

3 medicare only 6 $354.62 $191.10 $545.72 7.40%
4 medicare only 1 $217.64 $254.80 $472.44 5.11%
2 medicare + others 7 $491.64 $127.40 $619.04 9.22%
3 medicare + others 0 $354.66 $191.10 $545.76 7.41%

14 $8,626

4,837 $1,572,048
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Legislation
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SB 2150– This bill proposes numerous administrative and 
technical changes as well additional options for the PERS and HP
retirement plans

Graduated benefit option
Eligibility for the PERS board
Eligibility for SIB
Update federal compliance
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HB 1121 – This bill proposes a percentage increase and 13th 
check adjustment for PERS & HP retirees that is funded from earnings for 
the 13th check and from a one time 2 year increase in employer 
contributions

2% COLA in Jan of 2011 funded by an increase in 
employer contributions for 2 years
13 check if the following are meet:

50% if 8% return and funded status at market is 105%
75% if 9% return and funded status at market is 110%
100% if 10% return and funded status at market is 
115%

Optional for Pol. Subs.
Will propose an amendment for consideration of 
retirement funding
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Proposals 
1. State law presently sets the premedicare rate as: 

a. For single plans it is 150% of the state single rate 
b. For family plans of 2 it is 2 times the single rate (set in a) 
c. For family plans of 3 or more it is 2.5% times the single rate (set in a)

The proposed change in this section would change the 150% to 125% 
thereby reducing the premedicare rates.  This will increase the active rates 
and have an effect on the OPEB liability that will be determined in the 
actuarial review.   

2. Provides an expiration for the bill as July 1, 2011.   
 

HB 1120– This 
bill proposes to 
change the 
PreMedicare 
calculation 
method to 
reduce the cost 
for these 
retirees and 
members 
(PERS, TFFR, 
TIAA-Creff, HP, 
Job Service and 
former 
legislators)
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NDPERS Non-Medicare Premiums
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NDPERS Non-Medicare Rates 2009-2011 biennium (Estimated)

NM Active Single: $400.10 Biennium Increase
Retirees   

150% Single 548 $600.15 $328,882 26.30%
Family 226 $1,200.30 $271,268
Family 3+ 6 $1,500.38 $9,002

$609,152 $14,619,654.00  

140% Single 548 $560.14 $306,957 17.84%
Family 226 $1,120.28 $253,183
Family 3+ 6 $1,400.35 $8,402

$568,542 $13,645,010.40
$974,643.60

135% Single 548 $540.14 $295,994 13.63%
Family 226 $1,080.27 $244,141
Family 3+ 6 $1,350.34 $8,102

$548,237 $13,157,688.60
$1,461,965.40

130% Single 548 $520.13 $285,031 9.42%
Family 226 $1,040.26 $235,099
Family 3+ 6 $1,300.33 $7,802

$527,932 $12,670,366.80
$1,949,287.20

125% Single 548 $500.13 $274,069 5.22%
Family 226 $1,000.25 $226,057
Family 3+ 6 $1,250.31 $7,502

$507,627 $12,183,045.00
$2,436,609.00
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Single: $475.34 to $600.08
Family(2):$946.42 to $1200.16
Family(3+):$1181.98 to $1500.20
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Proposals 
1. Increases the employer contribution by .15% to fund the increase 

in benefits.  The amount of the increase is based on the actuarial 
work from last session and is subject to change.  

2. Increases the health credit amount from $4.50 to $5.  The increase 
in benefits would be effective August 1 unless an appropriation is 
added to the bill then it would be July 1, 2009. 

 

SB 2154– This bill 
proposes to 
increase the retiree 
health credit from 
$4.50 to $5 and fund 
it with an increase in 
employer 
contributions.


